Report of the auditor-general to the Limpopo Provincial Legislature 
and the council on Sekhukhune District Municipality 


! Report on the audit of the financial statements 


Opinion 

1. I have audited the financial statements of the Sekhukhune District Municipality set out on 
pages ... to ..., which comprise the statement of financial position as at 30 June 2017, 
and the statement of financial performance, statement of changes in net assets, and 
cash flow statement and statement of comparison of budget and actual amounts for the 
year then ended, as well as the notes to the financial statements, including a summary of 
significant accounting policies. 

2. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the Sekhukhune District Municipality as at 30 June 2017, and its 
financial performance and cash flows for the year then ended in accordance with South 
African Standards of Generally Recognised Accounting Practice (SA Standards of 
GRAP) and the requirements of the Municipal Finance Management Act of South Africa, 
2003 (Act No. 56 of 2003) (MFMA) and the Division of Revenue Act of South Africa, 

2016 (Act No. 3 of 2016) (DoRA). 

3. I conducted my audit in accordance with the International Standards on Auditing (ISAs). 
My responsibilities under those standards are further described in the auditor-general’s 
responsibilities for the audit of the financial statements section of my report. 

4. I am independent of the municipality in accordance with the International Ethics 
Standards Board for Accountants' Code of ethics for professional accountants (IESBA 
code) together with the ethical requirements that are relevant to my audit in South Africa. 

I have fulfilled my other ethical responsibilities in accordance with these requirements 
and the IESBA code. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my opinion. 

Emphasis of matters 

6. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Restatement of corresponding figures 

7. As disclosed in note 40 to the financial statements, the corresponding figures for 30 June 
2016 have been restated as a result of an error in the financial statements of the 
municipality at, and for the year ended, 30 June 2017. 

Uncertainty relating to the future outcome of litigation 

8. With reference to note 37 to the financial statements, the municipality in various lawsuits. 
The municipality is opposing the claims. The ultimate outcome of the matters cannot 
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presently be determined and no provision for any liability that may result has been made 
in the financial statements. 


Material impairments - trade debtors 

9. As disclosed in note 7 to the financial statements, material losses to the amount of 
R26 128 956 were incurred as a result of a write-off of irrecoverable trade debtors. 

Material losses - water 

10. As disclosed in note 47 to the financial statements, material water losses to the amount 
of R117 589 824(2015-2016: R75 981 599) was incurred as a result of spillages and 
water provided for no consideration. 

Irregular expenditure 

11. As disclosed in note 46 to the financial statements, irregular expenditure to the amount 
of R120 371 324 was incurred, as a proper tender process had not been followed. 

12. As disclosed in note 46 to the financial statements, irregular expenditure to the amount 
of R1 070 295 134 that was incurred in the previous years was not investigated 

Fruitless and wasteful expenditure 

13. As disclosed in note 45 to the financial statements, fruitless and wasteful expenditure to 
the amount of R21 789 998.62 was incurred, as a result of penalties and interest 
charged on disallowed VAT returns by SARS. 

14. As disclosed in note 45 to the financial statements, fruitless and wasteful expenditure to 
the amount of R 11 794 was incurred, as a result of an erratum issued on public notices 
and adverts. 

15. As disclosed in note 45 to the financial statements, fruitless and wasteful expenditure to 
the amount of R 1 244 300 that was incurred in the previous years was not investigated. 


Other matters 

16.1 draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Unaudited supplementary schedules 

17. The municipality provided supplementary information in the financial statements on 
whether resources were obtained and used according to the legally adopted budget. The 
supplementary budget information set out on pages XX to XX does not form part of the 
financial statements and is presented as additional information. 

Responsibilities of accounting officer 

18. The accounting officer is responsible for the preparation and fair presentation of the 
financial statements in accordance with SA standards of GRAP and the requirements of 
the MFMA and DoRA and for such internal control as the accounting officer determines 
is necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 
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19. In preparing the financial statements, the accounting officer is responsible for assessing 
the municipality’s ability to continue as a going concern, disclosing, as applicable, 
matters relating to going concern and using the going concern basis of accounting 
unless the accounting officer either intends to liquidate the municipality or to cease 
operations, or has no realistic alternative but to do so. 

Auditor-general’s responsibilities for the audit of the financial statements 

20. My objectives are to obtain reasonable assurance about whether the financial 
statements as a whole are free from material misstatement, whether due to fraud or 
error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is 
a high level of assurance, but is not a guarantee that an audit conducted in accordance 
with ISAs will always detect a material misstatement when it exists. Misstatements can 
arise from fraud or error and are considered material if, individually or in the aggregate, 
they could reasonably be expected to influence the economic decisions of users taken 
on the basis of these financial statements. 

21. A further description of my responsibilities for the audit of the financial statements is 
included in the annexure to the auditor’s report. 


Report on the audit of the annual performance report 


Introduction and scope 

22. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) 
and the general notice issued in terms thereof I have a responsibility to report material 
findings on the reported performance information against predetermined objectives for 
selected development priorities presented in the annual performance report. I performed 
procedures to identify findings but not to gather evidence to express assurance. 

23. My procedures address the reported performance information, which must be based on 
the approved performance planning documents of the municipality. I have not evaluated 
the completeness and appropriateness of the performance indicators/measures included 
in the planning documents. My procedures also did not extend to any disclosures or 
assertions relating to planned performance strategies and information in respect of future 
periods that may be included as part of the reported performance information. 
Accordingly, my findings do not extend to these matters. 

24.1 evaluated the usefulness and reliability of the reported performance information in 
accordance with the criteria developed from the performance management and reporting 
framework, as defined in the general notice, for the following selected development 
priorities presented in the annual performance report of the municipality for the year 
ended 30 June 2017: 


^Development priorities 

1-- - 

Pages in the annual j 
performance report 

! Development priority 1- Spatial rationale 

x-x 

Development priority 2 - Basic service delivery 

X - X 

Development priority 3 - Local economic development 

x-x 
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25.I performed procedures to determine whether the reported performance information was 
consistent with the approved performance planning documents. I performed further 
procedures to determine whether the indicators and related targets were measurable 
and relevant, and assessed the reliability of the reported performance information to 
determine whether it was valid, accurate and complete. 

26. The material findings in respect of the usefulness and reliability of the selected 
development priorities are as follows: 

Development priority 1 - Spatial rationale 

% development of land use and development applications guidelines 

Reported achievement did not agree with the evidence provided, i.e. not valid and/or 

accurate and/or complete 

27. The reported achievement for target % development of land use and development 
applications guidelines was misstated as the evidence provided indicated that the 
guidelines were not submitted to council for approval as reported. 

Development priority 2 - Basic service delivery 

Reported development objectives not complete when compared with planned 

development objectives and changes were not approved 

Various indicators 

28. The development objectives shown below were not included in the adjusted Service 
Delivery Budget Implementation Plan (SDBIP) and consequently the objective and its 
related indicator and target were not reported on in the annual performance report 
(APR). This is not in line with the requirements of section 41(c) of the MSA. 

29. Furthermore, the development objectives were changed without the necessary approval 
as required by section 25(2) of the MSA. 


Development objective per annual planning document 

Reported objectives are ...... 

consistent with planned 
'Objectives . 

Changes are ■ » 
approved 

'B’P: 

To construct 100% of water reticulation in Mashikwe, Tjibeng A 
and B by June 2017. 

No 

No 

i 

To, construct 100% of 3km rising main to connect to existing 
steei tank fromGamalaka to Thoto village by June 2017 

No 

1 

No ! 

To construct 100% of 1500mm of 75mm diameter pipe line by 
June 2017 

No 

No 

To enforce 100% compliance to air quality standards by June 
2017 

No 

No 

To maintain 100% EMS equipment by June 2017 

No 

No 
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Reported indicators and/or targets not complete when compared with planned indicators and/or targets 
Various indicators 

30. The indicators and targets as shown below were not reported in the annual performance report as approved in the service delivery budget 
implementation plan. This is not in line with the requirements of section 41(c) of the MSA. 


Is the 
indicator 
and related 
targets 
consistent ' 7 

No 

No 

No 

o 

2 

Changes to 
planned 
targets are 
approved 

No 

No 

No 

o 

z 

Reported 
targets are 
consistent with 
planned targets 

No 

No 

No 

i 

i 

i 

i 

L ! 

I z ! 

Changes to 
planned 
indicators/ 
measures are 
approved 

No 

No 

No 

7 - 1 

1 

jo 

Reported 

indicators/ 

measures are 

consistent with 

planned 

indicators/ 

measures 

o 

Z 

No 

o 

2 

on 

Reported actual - 
achievement per APR 

V/N# 

0% Overall progress 
* The appointed consultant 
quitted the job and the 
project is implemented 
internally and at the 
procurement stage. 

V/N# 

100% facilitation of EMS 
Equipment maintenance 

Planned targets 
per APR 

< 

2 

; 

40% of 2000m 
rising main line to 
existing storage at 
Phaahla 
(Mamoshalela) 

V/N# 

100% facilitation of 
EMS equipment 
maintenance 

Planned targets per annual 
planning document 

100% complietron of 
reticulation in Mashikwe, 
Tjibeng A and B 

100% of 2000m nsmg main 
line to existing storage at 
Phaahla (Mamoshalela) 

100% of 3km nsmg main to 
connect to existing steel tank 
from Gamalaka to Thoto 
village at Thoto 

100% adherence to EMS 
equipment maintenance 
schedule 

Reported 
indicators/ 
measures per 
APR 

■ 

%, Length of 
2000m rising 
main line to 
existing storage 
constructed 


Percentage 
facilitation of 

EMS equipment 

maintenance 

schedule 
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The indicator 
and related 
targets are 
measurable 

No 

No 

No 

The performance 
measure/ 
indicator is 
verifiable 

No 


The target 
- Is 

measurable 

No 

No 

1 

o 

Z 

I 

i 

i 

The target 
is specific 
i.e. the 
nature 
and 

required 
level of 
performan 
ce clearly 
identified 

No 

No 

No 

- The 
performance 
measure/ 

' indicator is 
defined so that 
-■ data will be . 
collected 
consistently 

No 

No 

No 

The 

performance 
measure/ 
indicator has 
a clear 

unambiguous 

definition 

No 

No 

No 

Reported . .. 
actual 

achievement 
per APR 

10% 
integrated 
water system 
for Motetema 
and 

Leeuwfontein 

developed 

100% 

expenditure 

Overall 
progress 45% 
Existing 
borehole 
phase 

Analysis 

=100% 

Eskom = 
60%Refurb = 

0% 

Pump house - 
10% 

Pipe lines = 

10% 

Geohydrology 

Phase 

Define 

borehole 

site= ; 100% 

Drill &Test = 
100% 

Install Pump = 

Planned 
targets per 
APR 

10% ntegrated 
water system 
Approved by 
Council, 
Motetema and 
Leeuwfontein 

100% of MIG 
Expenditure 

100% 
Implementatio 
n of borehole 
Refurbishment 
Southern Zone 

Planned 
targets per 
annual 
planning 
document 

10% ntegrated 
water system 
Approved by 
Council, 
Motetema and 
Leeuwfontein 

100% of MIG 
Expenditure 

100% 
Implementation 
of borehole 
Refurbishment 
Southern Zone 

Reported 
indicators/ 
measures per 
APR 

percentage 
integrated 
water systems 
developed for 
Motetema and 
Leeuwfontein 

% MIG 
expenditure 

% Completion 
of boreholes 
developed and 
Refurbishment 
Southern Zone 

Planned 
indicators/ 
measures per 
annual planning 
document 

percentage 
integrated water 
systems developed 
for Motetema and 
Leeuwfontein 

£ 

a 

u 

c 

© 

Q_ 

X 

© 

3 

2 

£ 

% Completion of 
boreholes 
developed and 
Refurbishment 
Southern Zone 
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Various indicators 


35.1 was unable to obtain sufficient appropriate audit evidence for the reported achievement 
of targets below. This was due to a lack of technical indicator descriptions and proper 
performance management systems and processes orformai standard operating 
procedures that predetermined how the achievement would be measured, monitored and 
reported, as required by the Framework for managing programme performance 
information. I was unable to confirm that the reported achievement of this indicator was 
reliable by alternative means. Consequently, I was unable to determine whether any 
adjustments were required to the reported achievement of indicators below. 


Indicator . 

Reported Achievement 

Percentage integrated water systems developed for 
Motetema and Leeuwfontein 

10% integrated water system for Motetema and 
Leeuwfontein developed 

% of annual water volume supplied 

141 % of annual water volume supplied (14 266 Mf) 

Percentage surveillance undertaken 

1_ 

100% Surveillance of and prevention of 
communicable diseases. (96 reported case 
surveyed) 

Percentage of fire safety and prevention activities on 
kinds of facilities and events undertaken 

100% undertaking of fire safety and prevention 1 

activities 1 

1 

Percentage facilitation of EMS equipment 
maintenance schedule 

100% facilitation of EMS Equipment maintenance | 

Percentage reports on air quality generated. 

i_ 

100% Air quality reports generated. 

! 


Various indicators 

36.1 was unable to obtain sufficient appropriate audit evidence for the reported achievement 
of the targets below. This was due to limitations placed on the scope of my work and the 
municipality not having an adequate performance management system to maintain 
records to enable reliable reporting on achievement of targets. I was unable to confirm 
the reported achievement by alternative means. Consequently, I was unable to 
determine whether any adjustments were required to the reported achievement of the 
targets below: 


Indicator 

Reported Achievement 

Percentage of incidents resolved within 14 days 

99% registered sanitation incidents resolved 
within 14 days 

% of 6 million Kwh of annual electricity demand 
supplied 

39% of 2 321 138.95 million Kwh of annual 
electricity demand supplied 

Litres of diesel supplied annually 

61 547t of diesel supplied annually. 

Litres petrol supplied annually. 

1 233i of petrol supplied annually. 

Litres of oil supplied annually. 

1 090.65C of oil supplied annually. 
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Indicator 

Reported Achievement v,. 

No of water samples analysed 

1252 samples analysed 

Number of food premises evaluated 

166 Premises evaluated j 

Number of premises surveyed 

1524 Premises surveyed 

Number of vector control evaluations undertaken 

1702 Evaluations for vector control conducted. j 

Number of chemical safety awareness 
campaigns conducted 

475 Awareness on chemical safety conducted. ' 

j 

_ _| 

Number of waste management in Health Care | 

facilities monitored 

115 Waste management in Health care facilities 
monitored. i 

! 

Number evaluations for disposal of the dead ! 

conducted 

1 

J---I 

133 evaluations for disposal of the dead facilities 
conducted. 

_ | 

; Percentage response to all fire and rescue 

1 operations 

i_i 

100% response to all fire and rescue incidents 
reported 

j Number of water quality samples taken 

|_ 

162 Samples taken. 


Various indicators 

37. The reported achievement for the targets listed below were misstated as the evidence 
provided indicated a different value to the reported value as depicted below: 


Indicator 

Reported Achievement 

% Construction of Zaaiplass Connector 

Pipes. 

Contract B 

Overall progress to date is at 78%. Pipe laying is at 
95% and manhole chambers at 85%. The 3 
reservoirs. Contract A-Overail progress is at 92%. 

Pipe laying is 98% complete and manhole chambers 
are 95% complete. All 4 reservoirs (210, 80, 80 &80 

KL) are completed. 

% Construction of Reservoir, Pipeline, Pump 
Station 

3.8MI Dindela reservoir- Physical progress is at 35 % 
and contract intention to termination letter sent, 
waiting for 14 days to lapse before finalizing the 
termination processes. PumpStation-Notice of 
intension to amend the contract or agreement in 
terms section 116 (3) of the MFMA finalized, 

i 

% Construction of Tafelkop Reticulation and 
Cost Recovery 

Projects overall Progress 87%.Pipe laid 

19,9 km of 75mm dia =87%.54,516 km of 110 mm dia 1 
= 90% j 
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Indicator 

Reported Achievement - 

% Construction of Sekwati Reticulation 
upgrade Phase 4 

Contract A-92% complete, 15036m pipe laid and 
tested Contractor busy with finishing, and clearing of 
site, attending to snag list and preparation for de¬ 
establishment and subsequently hand over. Contract i 
| B-95% complete. 14126m pipe laid and tested. j 

| Finishing of Gabions and clearing of site, snag list in 

i preparation for a site hand over. 

1 

% Construction of reticulation lines at 
Morgenzon and Stad Van Masleroem; 

Gravity main, installation of street taps. 

| Contract A is currently at 99% Contract B is at 88% f 
Contract C is at 95% j 

I 

% Completion of Concrete reservoirs; Bulk 
Water Supply; Reticulation. 

99% Completion of Concrete reservoirs; Bulk Water j 
Supply; Reticulation. 

! 

% Completion of boreholes developed and 
Refurbishment Southern Zone 

Overall progress 45% j 

Existing borehole phase 

Analysis =100% 

Eskom = 60%Refurb = 0% 

Pump house = 10% 

Pipe lines = 10% 

Geohydrology Phase 

Define borehole site=100% 

Drill & Test = 100% ! 

Install Pump = 0% 

Pipe line = 0% 

Eskom = 0% 

% Completion of boreholes developed and 
Refurbishment Northern Zone 

Overall progress 33% 

Existing borehole phase 

Analysis =90% > 

Eskom = 10% 

Refurb = 0% 

Pump house = 10% 

Pipe lines = 0% 

Geohydrology Phase 

Define borehole site=90% 

Drill & Test = 50% 

Install Pump = 0% 

Pipe line = 0% 

Eskom = 0% 

j % Completion of Reservoir ga - Nchabeleng i 
! 2, Makopa, Ga seroka and Sesehu and 
| WDM Structures 

Overall progress = 95% 

Reservoirs Construction 

Mokhulwane = 100% 

Makopa = 95% 

Ga-Seroka = 100% 

Sesesehu = 100% j 

Water Demand Management Structures = 100% 

Pipe line = 100% j 

% Completion of bulk water reticulation in l 

Mooiplaas and Stryd kraal Supplement [ 

i 

| 1 

Overall progress 65% establishment | 

Excavation = 80% 

Pipe laying = 80% ! 

Air valves = 50% 

Scour valves= 20% 

WDM Structure = 10% 

% Completion of Concrete reservoirs; Bulk 
Water Supply; Reticulation. I 

Overall progress at 90% on Phase 10. Busy with 
construction of chambers, standpipes, installation of 
pipe markers and testing. Phase 11 A is 22% 
complete. 
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Indicator 

Reported Achievement 

% completion of Command Reservoir, pump 
station and pipelines 

PIPELINE 

1. Overall progress = 69% 

2. Progress on underground pipeline = 92% 3. 

Progress on above ground pipeline = 31% 4. Site 
establishment = 100% 5. Valve chambers = 15% 

6. Pipe jacking = 100% complete 

5 Ml COMMAND RESERVOIR 

1. Overall progress on reservoir = 18% {Including 
platform) 

% completion of reticulation, reservoir, stand 
pipes at Ga-Malekane , Masha, GaMaepa. 

hv 

Overall progress- 97% additional works are at 
completion stage 1 

B-Overa!l progress- 95%. 

The contractor is off site until approval of the variation i 
order. C-Overall progress- 92%. 

Percentage completion of Extension to 
Groblersdal WTW Project 1 

i 

- i 

Overall progress: 97%. 

‘Manhole Chambers 100% 

*Raw water extraction chamber & associated pipe 
work :100% 

*Raw water inlet channel: 100% 

‘Flocculation channels, clarifiers & sand filter: 100% 
‘Clear water pumping station : 94% 

\ 

Percentage Completion of Moutse BWS - 6, 

72 km pipeline with a diameter of 250 mm j 

i 

i 

i 

_L 

Overall progress : 77% ! 

‘Manhole Chambers 

Excavations: 96% 

‘Floor Slabs: 96% 

*Wa!!s : 95% 

‘Roof Slabs : 53% 

‘Connections and Fittings : 96% 

‘Pressure testing sections (1-5): 0% 

‘{Manhole Chamber, Connections,Pressure Testing j 
outstanding). 

| 

% completion of 60 km Bulk supply line from 
Mzimdala/Uitspanning to Moutse West 

I 

j 

i 

Overall progress of project 7-12: 59% 

Project 7:88% 

Project 8:95% 

Project 9 : 84% | 

Project 10: 0% 

Project 11 : 57% 

Project 12 :52% 

Overall pipe laying progress : 100% 

Overall chambers and fittings:62% 
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Indicator 

Reported Achievement - 

% Completion of installation of M&E for 
Groblersdal WTW 

Overall progress: 86% 

*Raw water pump station : 100% 

•Installation of pumps: 100% 

•Electrical fittings: 100% 

•Clear water pump station : 78% 

•Installation of pumps: 100% 

•Electrical fittings: 73% 

Booster pump station : 90% 

Pump Installation: 100% 

Electrical fittings: 79% 

% Completion of M&E for Groblersdal West 

Pump Station 

Overall progress: 86% 

•Raw water pump station : 100% 

•Installation of pumps: 100% 

•Electrical fittings: 100% 
j *Clear water pump station : 78% 

1 •Installation of pumps: 100% 

! 'Electrical fittings: 73% 

j Booster pump station : 90% . 

| Pump Installation: 100% 

; Electrical fittings: 79% j 

j ! 

% Completion of 5ML Reservoir 

i ‘Overall progress is at 95% 

| *The outstanding works entails inlet & outlet 
■ pipelaying @ 88%, manhole chambers @ 73%. I 

! Testing and Commissioning 0% 
j ‘Completion Date:31 May 2017 

% completion of 1,1km 650m DIA and 500m 

of 450 DIA Steel Water Pipeline% 

1 

•Overall Progress is 98%. 

•Pipe laying at 100% 500mm 0, 

*750mm 0 at 100% completion. 

•The manhole chambers at 100% j 

•Fittings at 20%. 

•Completion Date: 31 May 2017 

% completion of 400m long, 750mm j 

diameter pipe line and 900m long, 450mm 
dimeter steei pipe i 

1 

- i 

‘Overall completion is 25% 

•Excavation for pipe laying of 75Omm0 41 % 

* Manhole chambers 65% 

•Completion Date: June 2017 1 

Percentage of road crossings constructed \ 

j 

•Overaii Progress is 99% 

•All 9 jackings were completed. 

% Construction of 3500m,650mm DIA ! 

and1500,450mm DIA Steel Water Pipeline j 

•The overall progress is 100%. 

% Construction of 2700m, 500mm DIA and 
2600, 400mm DIA Steel Water Pipeline. 

| 

j 

i 

The overall progress is 80% completion. 

•Steel pipe installation & welding joints for 400mm 0 
is 91%. 

•Steel pipe installation & elding joints for 500mm 0 is 
83%. 

•Manhole chambers 58%. 

•Fittings 20% 

•Completion Date:31 June 2017 

% Completion of Pumping line and reservoir 

i 

- --L 

‘Overall progress is 47%. 

•Reservoir is at 51 % 

•Pipelne is at 43% 
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Indicator 

Reported Achievement 

Number of new pumps, motors and Chlorine 
system, Inlet and outlet meters installed 

*1 out of 2 Pumps installed 
*50% Overall progress 
‘Scope of work was revised . 

% water source developed, lenth of 75mm 
diameter reticulation network, 1200m of 

90mm diameter rising main and number of 

10Okl eleveted steel tank installed 

*90% physical progress on site. 

% Length of 90mm diameter from the by¬ 
pass bulk water from maroteng to matsemela 
constructed and number of 150kl elevated 
steel tank installed. 

*33% physical progress on site and the steel tank 
delivered on site and steel pipes delivered. 

% Length of 90mm diameter from the college 
reservoir to Mabopo village constructed 

1 

*90 physical progress on site and the contractor is 
busy with the testing and commissioning. 

% length Of 1,2km rising main constructed. j 

l 

i 

1 

*95% physical completion on site and the project on 
the commisioning stage. 

% Length of 3000m of 75mm diameter ! 

pipeline and connect to elevated steel tank i 
constructed 

-1 

*25% physical progress on site. 

% of Existing infrastructure refurbished, 
abundant reticulation project completed 

*55% physical progress on site. 

% of length 2500m of 65mm diameter ' 

pipeline and steel tank installed. | 

*18% physical progress and the equipping of the 
borehole in progress. 

% pipe line constructed at Mooihoek ! 

Tsimanyane j 

* 95% Physical Progress on site and about to 
commission the project. 


Development priority 3 - Local economic development 

Reported achievement did not agree with the evidence provided, i.e. not valid and/or 
accurate and/or complete 

Number of reports generated on municipal job creation 

38. The reported achievement for the target was achieved as four reports were issued 
however the number of jobs reported were misstated: 


Number of jobs as reported in the quarterly 
reports 

Number of jobs as per auditors calculations 

1340 

1639 


39. Jobs created are reported based on identity documents submitted by the beneficiaries 
and not on employment contracts or offer letters. 
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Other matter 


40.1 draw attention to the matter below. 

Achievement of planned targets 

41. Refer to the annual performance report on pages x to x; x to x for information on the 
achievement of planned targets for the year and explanations provided for the 
underachievement of a significant number of targets. This information should be 
considered in the context of the material findings on the usefulness and reliability of the 
reported performance information in paragraphs 26; 27; 28; 29; 30 of this report. 


Report on audit of compliance with legislation 


introduction and scope 

42. In accordance with the PAA and the general notice issued in terms thereof I have a 
responsibility to report material findings on the compliance of the municipality with 
specific matters in key legislation. I performed procedures to identify findings but not to 
gather evidence to express assurance. 

43. The material findings on compliance with specific matters in key legislations are as 
follows: 

Procurement and contract management 

44. Sufficient appropriate audit evidence could not be obtained that ail contracts were 
awarded in accordance with the legislative requirements as there was a lack of proper 
record keeping in the municipality. 

45. Contracts were awarded to bidders based on points given for criteria that differed from 
those stipulated in the original invitation for bidding, in contravention of SCM regulations 
21(b) and 28(1 )(a) and the Preferential Procurement Regulations. Similar non- 
compliance was also reported in the prior year. 

46. The performance of some of the contractors or providers was not monitored on a 
monthly basis, as required by section 116(2)(b) of the MFMA. 

47. The contract performance and monitoring measures and methods were insufficient to 
ensure effective contract management, in contravention of section 116(2)(c) of the 
MFMA. Similar non-compliance was also reported in the prior year. 

48. Awards were made to providers who were in the service of other state institutions or 
whose directors were in the service of other state institutions, in contravention of MFMA 

1120) and SCM regulation 44. Similar awards were identified in the previous year and no 
effective steps were taken to prevent or combat the abuse of the SCM process, as 
required by SCM regulation 38(1). 
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49. Persons in service of the municipality whose close family members had a private or 
business interest in contracts awarded by the municipality failed to disclose such 
interest, in contravention of SCM regulation 46(2)(e). 

Financial statements, performance and annual reports 

50. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. 

Material misstatements of current assets, identified by the auditors in the submitted 
financial statement were subsequently corrected and/or the supporting records were 
provided subsequently, resulting in the financial statements receiving an unqualified 
audit opinion. 

Revenue management 

51. An adequate management, accounting and information system which accounts for 
revenue was not in place, as required by section 64(2) (e) of the MFMA. 

52. An effective system of internal control for revenue was not in place, as required by 
section 64(2) (f) of the MFMA. 

Consequence management 

53. Irregular expenditure incurred by the municipality were not investigated to determine if 
any person is liable for the expenditure, as required by section 32(2)(b) of the MFMA. 

54. Fruitless and wasteful expenditure incurred by the municipality was not investigated to 
determine if any person is liable for the expenditure, as required by section 32(2)(b) of 
the MFMA. 

Conditional grants 

55. The Water Services Infrastructure Grant was not spent in accordance with the applicable 
grant framework, in contravention of section 17(1) of the DORA. 

Budgets 

56. Reasonable steps were not taken to prevent unauthorised expenditure amounting to 
R97 440 000, as disclosed in note 44 to the annual financial statements, in contravention 
of section 62(1 )(d) of the MFMA. 

Expenditure management 

57. Effective steps were not taken to prevent irregular expenditure, as required by section 
62(1 )(d) of the MFMA. The value of R 1 190 666 458, as disclosed in note 46, is not 
complete as management was still in the process of quantifying the full extent of the 
irregular expenditure. The majority of the disclosed irregular expenditure was caused by 
non-compliance with supply chain prescripts. Irregular expenditure amounting to 

R1 070 295 134, was incurred on water infrastructure projects. 

58. Effective steps were not taken to prevent fruitless and wasteful expenditure amounting to 
R23 046 093, in contravention of section 62(1 )(d) of the MFMA. The majority of the 
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disclosed fruitless and wasteful expenditure was caused by expenditures made on 
erratum’s issued on public notices and adverts and penalties charged by SARS. 

59. An adequate management, accounting and information system was not in place which 
recognised expenditure when it was incurred, as required by section 65(2)(b) of the 
MFMA. 


i--- 

| Other information 


60. The accounting officer is responsible for the other information. The other information 
comprises the information included in the annual report. The other information does not 
include the financial statements, the auditor’s report thereon and those selected 
development priorities presented in the annual performance report that have been 
specifically reported on in the auditor’s report. 

61 My opinion on the financial statements and findings on the reported performance 
information and compliance with legislation do not cover the other information and I do 
not express an audit opinion or any form of assurance conclusion thereon. 

62. In connection with my audit, my responsibility is to read the other information and, in 
doing so, consider whether the other information is materially inconsistent with the 
financial statements and the selected development priorities presented in the annual 
performance report, or my knowledge obtained in the audit, or otherwise appears to be 
materially misstated. 

63.1 did not receive the other information prior to the date of this auditor’s report. When I do 
receive and read this information, if I conclude that there is a material misstatement 
therein, I am required to communicate the matter to those charged with governance and 
request that the other information be corrected. If the other information is not corrected, I 
may have to retract this auditor’s report and re-issue an amended report as appropriate, 
however, if it is corrected this will not be necessary. 


Internal control deficiencies 


64.1 considered internal control relevant to my audit of the financial statements, reported 
performance information and compliance with applicable legislation; however, my 
objective was not to express any form of assurance thereon. The matters reported below 
are limited to the significant internal control deficiencies that resulted in, the findings on 
the annual performance report and the findings on compliance with legislation included in 
this report. 


23 













Leadership 

65. The municipality did not have sufficient monitoring controls to ensure adherence to the 
internal policies and procedures at a programme/objective level and for purposes of 
taking corrective action. 

66. The leadership did not implement effective human resource management principles to 
ensure that relevant and sufficiently skilled resources are in place to manage 
performance information reporting and compliance with laws and regulations. 

67. Although leadership developed an action plan to address the internal control deficiencies 
reported in the prior year, it was not monitored regularly and adhered to. 

Financial and performance management 

68. Adequate controls over daily and monthly processing and reconciling of transactions 
were not properly implemented and as a result material misstatements were identified 
during the audit. 

69. Although the leadership reviewed the annual financial statements and the annual 
performance report prior to their submission for audit, the internal control environment is 
not operating effectively as a number of misstatements were still identified. 

70. There was no adequate review and monitoring of compliance with applicable laws and 
regulations. 

Governance 

71. The municipality conducted a risk assessment, as required by the MFMA. However, the 
mitigation actions designed to address the identified risks were inadequate to prevent 
recurrence of prior year issues. 

72. The municipality did not fully implement appropriate risk management activities to ensure 
that regular risk assessments, including consideration of IT risks as the risk unit has 
capacity challenges. 


Other reports 


73.1 draw attention to the following engagements conducted by various parties that had, or 
could have, an impact on the matters reported in the municipality’s financial statements, 
reported performance information, compliance with applicable legislation and other 
related matters. These reports did not form part of my opinion on the financial statements 
or my findings on the reported performance information or compliance with legislation. 
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74. A performance audit is being conducted on the infrastructure delivery process at the 
municipality. The audit covers the period 3 May 2011 to 30 June 2017, and the report is 
expected to be tabled by 31 January 2018 

75. The President of the Republic has authorised the Special Investigations Unit to perform 
an investigation in the municipality. The investigation was not finalised at the date of the 
audit report 


u editor-'3-erve/al 


Polokwane 
20 December 2017 



auditor-general 

SOUTH AFRICA 


Auditing to build public confidence 
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Annexure - Auditor-general’s responsibility for the audit 


1. As part of an audit in accordance with the ISAs, I exercise professional judgement and 
maintain professional scepticism throughout my audit of the financial statements, and the 
procedures performed on reported performance information for selected development 
priorities and on the municipality’s compliance with respect to the selected subject 
matters. 

Financial statements 

2. In addition to my responsibility for the audit of the financial statements as described in 
the auditor’s report, I also: 

• identify and assess the risks of material misstatement of the financial statements 
whether due to fraud or error, design and perform audit procedures responsive to 
those risks, and obtain audit evidence that is sufficient and appropriate to provide a 
basis for my opinion. The risk of not detecting a material misstatement resulting 
from fraud is higher than for one resulting from error, as fraud may involve collusion, 
forgery, intentional omissions, misrepresentations, or the override of internal 
control. 

• obtain an understanding of internal control relevant to the audit in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose 
of expressing an opinion on the effectiveness of the municipality’s internal control. 

• evaluate the appropriateness of accounting policies used and the reasonableness 
of accounting estimates and related disclosures made by the accounting officer. 

• conclude on the appropriateness of the accounting officer’s use of the going 
concern basis of accounting in the preparation of the financial statements. I also 
conclude, based on the audit evidence obtained, whether a material uncertainty 
exists related to events or conditions that may cast significant doubt on the 
Sekhukhune District Municipality’s ability to continue as a going concern. If I 
conclude that a material uncertainty exists, I am required to draw attention in my 
auditor’s report to the related disclosures in the financial statements about the 
material uncertainty or, if such disclosures are inadequate, to modify the opinion on 
the financial statements. My conclusions are based on the information available to 
me at the date of the auditor’s report. However, future events or conditions may 
cause a municipality to cease to continue as a going concern. 

• evaluate the overall presentation, structure and content of the financial statements, 
including the disclosures, and whether the financial statements represent the 
underlying transactions and events in a manner that achieves fair presentation. 

Communication with those charged with governance 

3. I communicate with the accounting officer regarding, among other matters, the planned 
scope and timing of the audit and significant audit findings, including any significant 
deficiencies in internal control that I identify during my audit. 
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4. i also confirm to the accounting officer that l have complied with relevant ethical 
requirements regarding independence, and communicate all relationships and other 
matters that may reasonably be thought to have a bearing on my independence and 
here applicable, related safeguards. 
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